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Washington, D.C. 20505

DIRECTORATE OF INTELLIGENCE

17 September 1984

ISRAEL: Alternative Economic Policies 25X1
Summary
‘ 25%6
we ran five scenarios to measure the 25X6
impact of various policies on Israel's
economic performance. Constraining domestic
demand would improve the civilian goods and
services deficit compared with current trends,
but the deficit would still be at least
$1.3 billion more in 1987 than last year's
$4.0 billion. The cost would be higher
unemployment—--reaching 9.2 percent in 1987 in
one scenario--and slower economic growth, S5x1
* % *x % % %
Baseline Scenario. Our baseline forecast assumes the
continuation of current economic trends. Private consumption,
fueled by real wage increases of 4 percent a year, would continue
to grow at high rates, helping to produce GNP growth averaging
3 percent a year. Total government consumption is assumed to
increase by an average of almost 4 percent a year, with most of
the increase coming from military spending. The economies of
Israel's major trading partners are assumed to grow at an average
annual rate of 2.8 percent. 25%1
Scenario 1. 1In this scenario, we assumed real wages decline
5 percent in 1985 and 1986, and remain constant in 1987. Private
consumption falls by almost one percentage point compared with
the baseline, causing GNP growth to decrease by 0.4 percentage
This memorandum was prepared of the 2541
Israel /Palestinian Branch, Arab-Israeli Division, Office of Near
Eastern and South Asian Analysis. It was requested by Russell
Misheloff, Deputy Director, Office of Middle East and European
Affairs. Information as of 17 September 1984 was used in its
preparation. Questions and comments should be directed to Chief
Arab-Israeli Division, 251
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point, and increasing the unemployment rate to 8.9 percent,

0.4 percentage points above the baseline. The civilian goods and
services deficit improves by $600 million in 1986 and by

$300 million in 1987, The decrease in private consumption would
be even more pronounced if the decline in disposable income was
not countered by the decline in taxes paid on wages and National

Insurance. [::::::]

Scenarios 2 and 3. We decreased domestic military and
nonmilitary spending; in Scenario 2 we assumed a slow decrease of
2 percent a year in 1985-87, and in Scenario 3, a one-time large
decrease of 7.5 percent in 1985, and no growth in 1986 and
1987. Economic growth falls from an average of 3.1 percent in
the baseline to 2.5 percent with a slow decline in domestic
spending and to 2.3 percent with a sharp decline. The
unemployment rate is 0.4 and almost 0.7 percentage points higher
with a slow decline and a sharp decline, respectively. In both
cases, the civilian goods and services deficit improves by about
$300 million by 1987, i

Scenario 4. Bank of Israel credit to the private sector was
held constant in real terms in 1985-87; in the baseline, the
growth in credit is equal to real economic growth, The impact in
this scenario is minimal. Private consumption growth is
0.1 percentage points lower, and economic growth and unemployment
rate are almost unchanged. The civilian goods and services
deficit improves by only $30 million by 1987.

Scenario 5. The value-added tax was increased by
5 percentage points from 1985 to 1987. Under this scenario, both
consumption and investment decline--consumption by 0.6 percentage
points and investment by over one percentage point. GNP growth
is 0.4 percentage point lower compared with the baseline, and
unemployment rises to 8.8 percent. The civilian goods and
services deficit improves by $200 million by 1987,
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BETPHIATREE

SCUNARIO 5: INCREASE IN VAT TAX BY 5 PERC. POINTS 85-87
9/17/84
I SRAEL
ASSUMED VALUES FOR EXOGENOUS VARIABLES

1983 1984 1985 1986

(BILLIONS OF 1980 SHEKELS)

*¥H GOVLRNMLNT VARIABLLS

DOMESTIC NONMILITARY EXPEND. 12.84 13.22 13.35 13.49
PERCENT CHANGE 0.78 3.00 1.00 1.00
DOMESTIC MILITARY EXPEND. 17.35 17.87 18.23 18.41
PERCENT CHANGE 6.94 3.00 2.00 1.00
GOVT RESIDENT!AL INVEST. 1.68 1.65 1.49 1.41
PERCENT CHANGE -21.56 =2.00 =10.00 =5.00
GOVT NONRESIDENTIAL INVEST. L4.48 4.48 L4.26 u.17
PERCENT CHANGE 8.01 0.00 -5.00 -2.00

13.62
1.00
18.59
1.00
1.34
-5.00
4.09
=-2.00

(BILLIONS OF 1980 SHEKELS)

NET TRANSFERS TO PRIVATE SECT. 20, 4y 20.44 20. 44 20.4y
PERCENT CHANGE 0.00 0.00 0.00
NET CREDIT ABSORP. BY GOVT =25.60 =20.00 ~-10.00 =5.00
PERCENT CIIANGL -21.89 -50.00 ~50.00
PUBLIC SECTOR WAGES 22.24 23.13 2,06 25.02
PLRCENT CHANGE .00 n.00 4,00
BOI CREDIT T0 PRIVATE SfCTOR 6.5 6.70 6.91 7.10
PERCENT CHANGE 2.42 3.09 2.70

*#*% TAX RATES

DEFENSE IMPORT TAXES 0.20 0.20 0.20 0.20
INVENTORY SURTAX -0.01 -0.29 0.12 0.19
BUSINESS [INCOME TAX 0.06 0.06 0.06 0.06
DOMESTIC PROD. TAX (INCL. VAT) 0.19 0.19 0.24 0.24
IMPORT TAX 0.20 0.20 0.20 0.20
NATIONAL [INSURANCE TAX 0.13 0.13 0.13 0.13
WAGE TAX 0.14 0.14 0.14 0.14
TAXES ON OTHER INCOME 0.13 0.13 0.13 0.13

.00
7.26
2.35

(PERCENT)

0.20
0.20
0.06
0.24
0.20
0.13
0.14
0.13

( PERCENT CHANGE)

###% BALANCE OF PAYMENTS

REAL GROWTH IN US AND EC 3.90 3.00 2.00
DOLLAR PRICE OF IMPORTS -2.18 3.87 h. 85 4.28
DOLLAR PRICE OF OIL -13.77 0.00 0.00 0.00
WORLD INTEREST RATE 9.20 8.80 9.10 8.60
EXCHANGE RATE (LEVEL) 56.21 228.46 1088.87 5805.33

3.50
7.17
5.20

8.
33261.82

(BILLIONS OF US DOLLARS)

FOREIGN DEBT REPAYMENTS 0.97 1.25 1.45 1.70
DIRECT DEFENSE IMPORT PAYMENTS 1.27 2.26 2.18 2.07
DIRECT DEFENSE IMPORTS 1.03 1.76 1.85 2.52
NET FOREIGN BORROWING BY GOVT. 2.23 2.17 2.05 2.72
TOTAL GROSS CAP FLOW (NOT FMS) 3.2 5.68 6.2u 6.79
US ECONOMIC ASSISTANCE 1.50 1.10 1.10 1.10
US FMS 1.00 1.63 1.40 1.40
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SCENARIO 5: INCRUASE IN VAT TAX BY & PLRC. POINIS 8%-87
9/117/784
I SRATL.
DETAILLD COMPONINTS OF RLAL GNP

(BILLIONS OF 1
1983 1984 1985 1986
PRIVATE CONSUMPTION 80.35 83.80 89.22 94,
PERCENT CHANGE 7.05 h.30 6.h6 5.
TOTAL INVESTMENT 27.36 26.60 25.46 23.
PERCENT CHANGE 5.92 =2.79 -4.27 -7.
COMPONENTS OF INVESTMENT
PRIVATE NONRESIDENTIAL 14.58 13.58 12.94 11.
PERCLNT CHANGL 21.78 -6.88 =4, 71 -12.
PRIVATE RESIDENTIAL 6.98 6.40 6.28 6.
PIRCINT CHANGIE -h.5%6 -8.30 -1.98 0.
SHIPS AND PLANLS V.46 0.51 0.h6 0.
PLRCENT CHANGC 57.92 10.00 =10.00 =-10.
PRIVATE INVENTORY -0.83 -0.02 0.05 0.
PERCENT CHANGE 1791.33 =97.58 -350.00 -40.
GOVERNMENT NONRES!DENTIAL L. u8 4.48 4.26 4,
PERCENT CHANGL 8.01 0.00 -5.00 -2.
GOVERNMENT RESIDENTIAL 1.68 1.65 1.49 1
PERCENT CHANGE -21.56 ~2.00 -10.00 =5.
GOVERNMENT CONSUMPT ION 35.38 39.77 40.30 h3.
PERCENT CHANGE -4.24 12.39 1.35 7.
COMPONENTS OF GOVLRNMENT CONSUMPTION
DOMESTIC NONMILITARY 12.84 13.22 13.35 13.
PERCENT CHANGE 0.78 3.00 1.00 1
TOTAL MILITARY 22.56 26.54 26.9% 29.
PFRCENT CHANGE -6.75 17.64 1.93 1.
FOREIGN MILITARY 5.73 9.19 9.23 12.
PERCENT CHANGE =33.50 60. 44 0.952 30.
DOMESTIC MILITARY 17.35 17.87 18.23 18.
PERCENT CHANGE 6.94 3.00 2.00 1.
DEFENSE SALLS 0.51 0.51 0.51 0.
PERCENT CHANGE =20.3 0.00 0.00 0.

COMPONENTS OF FOREIGN TRADL StCIOR

EXPORTS H1.38 Hh, 12 56.62 L8,
PERCENT CHANGE 2.2h H.32 U.62 3.
IMPORIS 80.98 88.91 9.2 917.
PERCENT CHANGE 5.65 9.30 h.2 5.
COMPONENTS OF IMPORTS
CIVILIAN IMPORTS 62.02 65.79 68.88 .
PERCENT CHANGE 8.62 6.07 4,170 3.
SHIPS AND PLANES 0.46 0.51 0.46 0.
PERCENT CHANGE 57.92 10.00 =10.00 -10.
DIRECT DEFENSE IMPORTS 4.76 7.63 1.61 10.
PERCENT CHANGE -35.66 60. 14 0.5%2 30.
IMPORIS 1AXLES 13.74 .58 15,240 15.
PERCENT CHANGE 15.80 6.11 h.56 3.
Nt T FACIOR IMPORIS Y. 16 Y. il 5.01 Y.
PERCENT CHANGL 12.23 =5.59 3.0Y b,

DSEYT: SCENS
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980 SHEKELS)
1987
26 98.52
65 h.52
68 21.61
02 -8.72
32 9.40
50 -16.95
33 6.36
86 0.h8
n 0.39
00 -5.00
03 0.03
00 0.00
17 4,09
00 -2.00
L4 1.34
00 -5.00
Ly L44.58
78 2.62
L9 13.62
.00 1.00
95 30.96
1 3.35
0% 12.87
53 6.80
n 18.5%9
00 1.00
51 0.51
00 0.00
h3 61.36
20 H.02
15 100. 74
31 3.70
02 73.43
B! 3.39
4 0.39
00 -5.00
02 10.70
53 6.80
T0 16.22
00 3.3h
8h .17
13 -1.26
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SCENAKIO %: INCREASE IN VAT TAX BY 5 PERC. POINTS 85-87 U‘]lﬂ!ﬂi}L‘J%ifﬂL
9/11/8h
I SRALL
MATN FCONOMIC INDICATORS, 1983-1987
(BILLIONS OF 1980 SHILKFLS)
1983 1984 1985 1986 1987
GROSS NATIONAL PRODUCT 107.73 110.34 113.74 116.82 119.56
PERCENT CHANGE 1.34 2.42 3.09 2.70 2.35
GNP DEFLAIOR 12.62 53.28 266.25 1480.25 9089.21
PERCENT CHANGE 150.09 322.14 399.73 1455.97 514.03
CAPACITY UTILIZATION RATE 90.88 92.47 94.81 96.95 99.02
UNEMPLOYMENT RATE h.49 5.96 7.01 7.90 8.84
COMPONENTS OF AGGREGATE DEMAND
PRIVATE CONSUMPTION 80.35 83.80 89.22 94.26 98.52
PERCENT CHANGE 7.05 L.30 6.46 5.65 4.52
TOTAL INVESTMENT 27.36 26.60 25.06 23.68 21.61
PERCENT CHANGE 5.92 =2.79 -4.27 -7.02 -8.72
GOVILRNMENT CONSUMPTION 35.38 39.77 40.30 u3.hh 44,58
PERCENT CHANGE -l 24 12.39 1.35 7.78 2.62
EXPORTS 51.38 54,12 56.62 58.43 61.36
PERCENT CHANGE 2.24 5.32 L4.62 3.20 5.02
IMPORTS 80.98 £88.51 92.25 97.15 100.74
PERCENT CHANGE 5.65 9.30 4.23 5.31 3.70
NET FACTOR IMPORTS 5.76 5.4 5.61 5.84 5.77

BALANCE OF PAYMENTS

CIVILIAN GOODS AND SERVICES

EXPORTS 9.95 10.68 11.75 12.73 1444
OF WHICH: DIAMONDS 1.21 1.39 1.58 1.72 1.99
IMPORTS 13.96 15.22 16.67 17.96 19.87
OF WHICH: FUELS 1.61 1.63 1.67 1.70 1.81
D1 AMONDS 0.85 0.98 1.12 1.22 1.4h2
INTEREST 2.16 2.22 2.42 2.63 2.89

CIVILIAN GOODS AND SERVICES
DEFICIT ~4.01 -4.54 -4.93 -5.23 =5.43
DIRECT DEYENSE [IMPORTS 1.03 1.76 1.85 2.52 2.89
DEFENSE [IMPORT PAYMENTS 1.27 2.26 2.18 2.07 2.4
US FINANCED PAYMENTS 1.00 1.63 1.40 1.40 1.40
NON-US FINANCED IMPORTS 0.27 0.63 0.78 0.68 Q.74
DEBT REPAYMENT 0.97 1.25 i.hh 1..70 1.82
TOTAL DLBT 23.12 25.99 28.35H 31.02 34,12
FINANCIAL GAP -5.26 -6.u2 -7.1% -7.61 -7.99
EXTERNAL FUND 3.24 5.68 6.24 6.79 7.36
OF WHICH US SSA 1.50 1.10 1.10 1.10 1.10
BALANCE -0.47 -0.74 -0.92 -0.81 -0.64

DSET: SCENS
MODEL |SSEP8UF
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i3 IR
SCENARIO 5i: NO THCREASE IN RLAL BOI CREDIT TO PRIV, SECTOR 85-87 LU criden
9/11/784
I SRAEL
ASSUMED VALUES FOR EXOGENOUS VARIABLES

1983 1984 1985 1986 1987

### GOVERNMENT VARIABLES

DOMESTIC NONMILITARY EXPEND. 12.84 13.22 13.35 13.49 13.62
PERCENT CHANGE 0.78 3.00 1.00 1.00 1.00
DOMESTIC MILITARY EXPEND. 17.35 17.87 18.23 18.41 18.59
PERCENT CHANGE 6.94 3.00 2.00 1.00 1.00
GOVT RESIDENTIAL INVEST. 1.68 1.65 1.49 1.1 1.34
PERCLNT CHANGE -21.56 =2.00 -10.00 =5.00 =5.00
GOVT NONRESIDENTIAL INVEST. h.4h8 h.hg L.26 h.17 L.09
PERCENT CHANGE 8.01 0.00 =5.00 ~-2.00 -2.00

(BILLIONS OF 1980 SHEKELS)

NET TRANSFERS TO PRIVATE SECT. 20.44 20.44 20.44 20.44 20.44
PERCENT CHANGE 0.00 0.00 0.00 0.00
NET CREDIT ABSORP. BY GOVT -25.60 -20.00 -10.00 -5.00 5.00
PCRCENT CHANGE -21.89 -50.00 -50.00 -200.00
PUBLIC SECTOR WAGES 22.24 23.13 24.06 25.02 26.02
PLRCENT CIHANGE 4.00 14.00 4.00 4,00
BOI CREDIT TO PRIVATE SECTOR 6.5 6.54 6.5 6.5U 6.54
PLRCENT GHANGE 0.00 0.00 0.00 0.00
( PERCENT)
##% TAX RATES

DEFENSE IMPORT TAXES 0.20 0.20 0.20 0.20 0.20
INVENTORY SURTAX -0.01 -0.29 0.12 0.20 0.20
BUSINESS INCOME TAX 0.06 0.06 0.06 0.06 0.06
DOMESTIC PROD. TAX (INCL. VAT) 0.19 0.19 0.19 0.19 0.19
IMPORT TAX 0.20 0.20 0.20 0.20 0.20
NATIONAL INSURANCE TAX 0.13 0.13 0.13 0.13 0.13
WAGE TAX 0.14 0.14 0.14 0.14 0.14
TAXES ON OTHER INCOME 0.13 0.13 0.13 0.13 0.13
(PERCENT CHANGE)

##% BALANCE OF PAYMENTS
REAL GROWTH IN US AND EC 3.90 3.00 2.00 3.50
DOLLAR PRICE OF IMPORTS -2.18 3.87 .85 4.28 7.7
DOLLAR PRICE OF OIL -13.77 0.00 0.00 0.00 5.20
WORLD INTEREST RATE 9.20 8.80 9.10 8.60 8.60
EXGHANGE RATE (LEVEL) 56.21 228.29 1086.73 5719.00 31833.98

(BILLIONS OF US DOLLARS)

FOREIGN DEBT REPAYMENTS 0.97 1.25 1.45 1.70 1.82
DIRECT DEFENSE IMPORT PAYMENTS 1.27 2.26 2.18 2.07 2.14
DIRECT DEFENSE IMPORTS 1.03 1.76 1.85% 2.52 2.89
NET FOREIGN BORROWING BY GOVT. 2.23 2.17 2.05 2.72 3.03
TOTAL GROSS CAP FLOW (NOT FMS) 3.24 5.68 6.24 6.79 7.36
US ECONOMIC ASSISTANCE 1.50 1.10 1.10 1.10 1.10
Us FMs 1.00 3 1.40 1.40 1.40
DSET: SCENY

MODEL |SSEPBUF
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SCENARIO 4: NO INCRLASE IN RCAL BOI CREDIT TO PRIV. SECTOR 85-87

——

Vo
5 =
VSN ECOOONRND =

980 SHEKELS)
1987
96 99.93
50 L.y
31 22.42
3y -7.76
76 10.00
16 -14.97
52 6.57
93 0.74
1 0.39
00 -5.00
03 0.03
00 0.00
17 4.09
00 -2.00
ul 1.34
00 =5.00
Ly 44,58
78 2.62
49 13.62
00 1.00
95 30.96
" 3.3%
05 12.87
53 6.80
41 18.59
00 1.00
51 0.51
00 0.00
50 61.49
29 5.12
51 101.93
00 3.47
14 74.40
88 3.14
41 0.39
00 -5.00
02 10.70
53 6.80
95 16. 44
78 3.09
83 5.73
92 -1.61

9/17/84
I SRALL
DETAILED COMPONENTS OF REAL GNP
(BILLIONS
1983 1984 1985
PRIVATE CONSUMPTION 80.35 83.79 90.10
PERCENT CHANGE 7.05 4.29 7.54
TOTAL INVESTMENT 27.36 26.60 25.68
PERCENT CHANGE 5.92 -2.79 -3.46
COMPONENTS OF |INVESTMENT
PRIVATE NONRESIDENTIAL 14.58 13.58 13.10
PERCENT CHANGE 21.78 -6.84 -3.60
PRIVATE RESIDENTIAL 6.98 6.40 6.34
PERCENT CHANGE -4.56 -8.38 -0.95
SHIPS AND PLANES 0.46 0.51 0.46
PERCENT CHANGE 57.92 10.00 -10.00
PRIVATE INVENTORY -0.83 -0.02 0.05
PERCENT CHANGE 1791.33 -97.58 -350.00
GOVERNMENT NONRESIDENTIAL u.48 4.48 .26
PERCENT CHANGE 8.01 0.00 -5.00
GOVERNMENT RESIDENTIAL 1.68 1.65 1.49
PERCENT CHANGE -21.56 -2.00 =-10.00
GOVERNMENT CONSUMPTION 35.38 39.77 h0.30
PERCENT CHANGE -4.24 12.39 1.35
COMPONENTS OF GOVERNMENT CONSUMPTION
DOMESTIC NONMILITARY 12.84 13.22 13.35
PERCENT CHANGE 0.78 3.00 1.00
TOTAL MILITARY 22.56 26.50 26.95
PERCENT CHANGE -6.75 17.64 1.53
FOREIGN MiLITARY 5.73 9.19 9.23
PERCENT CHANGE -33.54 60. bl 0.52
DOMESTIC MILITARY 17.35 17.87 18.23
PERCENT CHANGE 6.94 3.00 2.00
DEFENSE SALES 0.5 0.51 0.51
PERCENT CHANGE =-20.31 0.00 0.00
COMPONENTS OF FOREIGN TRADE SECTOR
EXPORTS 51.38 50,12 56.63
PLRCENT CHANGE 2.24 5.32 0,65
IMPORTS 80.98 88.50 92.94
PERCENT CHANGL 5.65 9.29 5.01
COMPONLNIS OF IMPORIS
CIVILIAN IMPORIS 62.02 65.78 69. 44
PERCENT CHANGE 8.62 6.06 5.56
SHIPS AND PLANES 0.46 0.51 0.46
PERCENT CHANGE 57.92 10.00 =10.00
DIRECT DEFENSE IMPORITS 4.76 7.63 7.67
PERCENT CHANGE -35.66 60. 4 0.52
IMPORTS TAXES 13.74 14.58 15.37
PERCENT CHANGE 15.80 6.11 5.42
NET FACTOR IMPORTS 5.76 5.44 5.61
PERCENT CHANGE 12.23 =5.60 3.04
DSET: SCEN4
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SCENARIO Ni: NO INCREASE IN REAL

9/11/84

MAIN ECONOMIC

GROSS NATIONAL PRODUCI
PERCENT CHANGE
GNP DEFLATOR
PERCENT CHANGE
CAPACITY UTILIZATION RATE
UNEMPLOYMENT RATEC

COMPONENTS OF AGGREGATE DEMAND

PRIVATE CONSUMPTION

PERCENT CHANGE
TOTAL INVESTMENT

PERCENT CHANGE
GOVERNMENT CONSUMPTION

PERCENT CHANGE
EXPORTS

PERCENT CHANGE
IMPORTS

PERCENT CHANGE
NET FACTOR {MPORTS

CIVILIAN GOODS AND SERVICES
EXPORTS
OF WHICH: DIAMONDS
IMPORTS
OF WHICH: FUELS
D1 AMONDS
INTEREST
CIVILIAN GOODS AND SERVICES
DEFICIT

DIRECT DLIENSE IMPORTS
DEFENSE IMPORT PAYMIENTS
US FINANCLD PAYMENIS
NON-US [ INANCLD IMPORTS

DEBT REPAYMEINT
TOTAL DIBT
FINANCIAL GAP
EXTERNAL FUND
OF WHICH US SSA
BALANCE

DSET: SCENY
MODEL I1SSLPBHT

BOI CREDIT TO PRIV, SLCTOR 85-87 T

5

1983-1987

(BILLIONS OF 1980 SHEKELS)

IS
INDICATORS,
1983 1984
107.73 110.33
1.34 2.1
12.62 53.24
150.09 321.82
90.88 92.46
4.49 5.96
80.35 83.79
7.05 4.29
27.36 26.60
5.92 =2.79
35.38 39.77
-4.24 12.39
51.38 54.12
2.2h 5.32
80.98 88.50
5.65 9.29
5.76 5.44

BALANCE OF PAYMENTS

—
NS —=w—=0
O
[=)

v
~

=3
N
~

97

.26
.2h
.50
-0.47

LI\
—wWwUwe

[y NI
[
[

1.2%
25.99
-6.42

=0.74

1985 1986 1987
114,18 117.87 120.76
3.49 3.23 2.46

95.17 97.79 99.92
6.97 7.73 8.54
90.10 95.96 99.93
7.54 6.50 4,14
25.68 24.31 22.42
-3.46 -5.34 -7.76
40.30 L3.44 44,58
1.35 7.78 2.62
56.63 58.50 61.49
4.65 3.29 12
92.94 98.51 101.93
5.01 6.00 3.47
5.61 5.83 5.73

(BILLIONS OF DOLLARS)

11.75 12.75 14.50
1.58 1.72 2.00
16.79 18.20 20.10
1.67 1.71 1.83
1.12 1.23 1.43
2.42 2.63 2.89
=5.04 =5.45 =5.59
1.85 2.52 2.89
2.18 2.07 2.14
1.h0 1.40 1.40
0.78 0.68 0.74
1.45 1.70 1.82
28.35 31.02 34.12
7.26 -7.82 -8.16
6.2h 6.79 7.36
1.10 1.10 1.10
~1.03 -1.03 -0.80
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SCENARTO 3: LARGE DEGLINE IN 8% IN DOMLSIIC MILITARY AND NON=-MILITARY SPENDING

9/117/84

| SRAEL
ASSUMED VALUES FOR EXOGENOUS VARIABLES
1983 1984 1985 1986 1987
(BILLIONS OF 1980 SHEKELS)
### GOVERNMENT VARIABLES
DOMESTIC NONMILITARY EXPEND. 12.84 13.22 12.23 12.23 12.23
PERCENT CHANGE 0.78 3.00 =-7.50 0.00 0.00
DOMESTIC MILITARY EXPEND. 17.3% 17.87 16.53 16.53 16.53
PERCENT CHANGE 6.94h 3.00 -7.%0 0.00 0.00
GOVT RLSIDENTIAL INVEST. 1.68 1.65 1.49 .41 1.34
PERCENT CHANGE -21.56 =2.00 -10.00 -5.00 -5.00
GOV1 NONRESIDENTIAL INVIST, 4.48 h. 48 h.26 o7 .09
PERCENT CHANGE 8.01 0.00 -5.00 -2.00 -2.00
(BILLIONS OF 1980 SHEKELS)
NET TRANSFERS TO PRIVATE SECT. 20.44 20.44 20.44 20. 4y 20. 44
PERCENT CHANGE 0.00 0.00 0.00 0.00
NET CREDIT ABSORP. BY GOVT -25.60 -20.00 -10.00 -5.00 5.00
PERCENT CHANGE -21.89 -50.00 -50.00 -200.00
PUBLIC SECTOR WAGES 22.24 23.13 2u4.06 25.02 26.02
PERCENT CIANGE 4.00 4.00 4.00 4.00
BOl CREDIT TO PRIVATE SECTOR 6.54 6.70 6.85 7.02 7.19
PERCENT CHANGE 2.42 2.20 2.46 2.37
( PERCENT)
*EE TAX RAIELS
DEFENSE IMPORIT TAXLES 0.20 0.20 0.20 0.20 0.20
ENVENTORY SURTAX -0.0 -0.29 0.12 0.19 0.19
BUSINLSS INCOML 1AX 0.06 0.06 0.06 0.06 .06
DOMESTIC PROD. 1TAX (INCI. VAIL) 0,19 0.19 0.19 0.19 0.19
IMPORT TAX 0.20 0.20 0.20 0.20 0.20
NATIONAL INSURANCE TAX .13 0.13 0.13 0.13 0.13
WAGLE TAX 0.14 0.4 Q.14 0.14 0.1h
TAXES ON OTHLR INCOML 0.13 0.13 0.13 0.13 0.13
( PERCENT CHANGE)
#H*% BALANCE OF PAYMENTS
REAL GROWIH IN US AND EC 3.90 3.00 2.00 3.50
DOLLAR PRICE OF IMPORIS -2.18 3.87 4.85 .28 7.17
DOLLAR PRICE OF OIL -13.77 0.00 0.00 0.00 5.20
WORID INTEREST RATE 9.20 8.80 9.10 8.60 8.60
FXCHANGE RATE (LEVIL) 96.21 228.46 1120.80 6225.75 37460. 31
(BILLIONS Of US DOLLARS)
FOREIGN DIBI REPAYMINI'S 0.97 1.25H 1.4% 1.70 1.82
DIRECT DEfENSE IMPORT PAYMENTS 1.27 2.26 2.18 2.07 2.4
DIRECT DEFINSE IMPORTS 1.03 1.76 1.85 2.52 2.89
NET FOREITGN BORROWING BY GOVI, 2.23 2.7 2.0 2.12 3.03
TOTAL GROSS CAP 110OW (NO1 IMS) 3.24 5.68 6.24 6.79 1.36
US ECONOMIC ASSISTANCL 1.50 1.10 1.10 1.10 1.10
Us FMS 1.00 1.63 1.h0 1.40 1.40
DSTT: SCEN3
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i DTS D
v gy NET R L
SCLNARIO 3: LARGE DECLINE IN 85 IN DOMESTIC MILITARY AND NON-MILITARY SPENDING Uit o IEr‘L (ON NATIONALS
9/17/8
(SRAEL
DETAILED COMPONENTS OF REAL GNP
(BILLIONS OF 1980 SHEKELS)
1983 1984 1985 1986 1987
PRIVATE CONSUMPTION 80.35 83.80 90.23 96.12  100.70
PERCENT CHANGE 7.05 430 7.67 6.52 4.77
TOTAL INVESTMENT 27.36 26.60 2487 22.56 20.74 .
PERCENT CHANGE 5.92 -2.79 -6.51 -9.30 -8.05
COMPONENTS OF |INVESTMENT
PRIVATE NONRESIDENTIAL 14.58 13.58 12.27 10.50 8.52
PERCENT CHANGL 21.78 -6.88 -9.63  -t4.h5  -18.86
PRIVATE RESIDENTIAL 6.98 6.40 6.35 6.04 6.38
PERCENT CHANGE -4.56 -8.30 -0.85 -4.94 5.62
SHIPS AND PLANES 0.146 0.51 0.6 0.41 0.39
PERCENT CHANGE 57.92 10,00 -10.00  -10.00 -5.00
PRIVATE INVENTORY Z0.83 -0.02 0.05 0.03 0.03
PERCENT CHANGE 1791.33  -97.58 -350.00  -40.00 0.00
GOVERNMENT NONRES |DENTIAL T 4.8 4.26 417 §.09
PERCENT CHANGE 8.01 0.00 -5.00 -2.00 -2.00
GOVLRNMENT RESIDENTIAL 1.68 1.65 109 1.0 1,34
PERCENT CHANGL -21.56 -2.00 -10.00 -5.00 -5.00
GOVERNMENT GONSUMPT [ON 35.38 39.17 37.48 40.30 u1.12
PERCENT CHANGH =n.2h 12.39 -5.74 7.52 2.03
GOMPONENTS OF GOVERNMLNI CONSUMPE [ON
DOMESTIC NONMITL | TARY 12.84 13.22 12.23 12.23 12.23
PLRCENT CIANGL . 0.78 3.00 -7.50 0.00 0.00
TOTAL MILITARY 22.56 26.54 25.25 28.07 28.89
PLRCINT CHANGE -6.75 17.64 <87 1,17 2.92
FORE TGN MI1 | TARY 5.73 9.19 9.23 12,05 12,87
PERCINT CHANGL -33.5h 60 hh 0.%2 30.53 6.80
DOMESTIC MILITARY 17.39 17.87 16.53 16.53 16.53
IPERCENT CHANGI 6.9h 3.00 -1.%0 0,00 0.00
DETENSI SAIES 0.51 0.1 0.1 0.5 051
PLRCINT CHANGL -20.31 0.00 0.00 0.00 0.00
COMPONINIS OF TORLIGN IRADE St CIOR
LXPORTS 51.38 5n.12 56.93 58.27 61,14
PERCENT GHANGE 2 21 5.32 1.6 3.08 .92
IMPORTS 80.98 88.51 90,72 95.83 99.60
PERCENT CHANGE 5.65 9.30 2.50 5.63 3.9
COMPONINIS OF IMPORTS
CIVILIAN IMPORIS 62.02 65. 19 61.62 69.94 72.19
PERCENT CHANGE 8.62 6.07 2.78 3.42 3.65
SHIPS AND PLANIS 0.h6 0.51 0.46 0. 0.39
PERCENT CHANGT 57.92 0,00 -10.00  -10.00 -5.00
DIRECT DEFENSE IMPORTS h.76 7.63 1.67 10.02 10.70
IERCENT CHANGH -35.66 604 0.52 30.53 6.80
IMPORTS TAXLS 13.74 .58 .9t 15.h6 16.02
PIRCENT CHANGI 15,80 6.11 2161 3.32 3.59
NET IACIOR IMPORIS 5016 P 503 5.88 5.82
PERCENT CHANGE 2.2 -5.59 348 hiu3 -0.95
DSII: SCEN3
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. N N ABLE
SCENARIO 3: LARGE DICLINE IN 85 IN DOMESTIC MILITARY AND NON-MILITARY SPENDING LU.): s i,.[a\:- 2 [ .\lfl 0
9/17/84 VG g
ISRAEL '
MAIN ECONOMIC INDICATORS, 1983-1987
(BILLIONS OF 1980 SHEKELS)
1983 1984 1985 1986 1987
el Ll Ll Lt
GROSS NATIONAL PRODUCT 107.73 110.34 112.76 115.54 118.27
PERCENT CHANGE 1.34 2.42 2.20 2.16 2.37
GNP DEFLATOR 12.62 53.28 274.05  1587.45 10236.51
PERCENT CHANGE 150.09 322.14 414.39 479.25 Shly. 8y
CAPACITY UTILIZATION RATE 90.88 92.47 93.99 95.99 98.19
UNEMPLOYMENT RATE 4,19 5.96 7.11 8.18 9.22
COMPONENTS OF AGGREGATE DEMAND
PRIVATE GONSUMPTION 80.35 83.80 90.23 96.12 100.70
PERCENT CHANGE 7.05 430 7.67 6.52 4,77
TOTAL INVESTMENT 27.36 26.60 24.87 22.56 20.74
PERCENT CHANGE 5.92 -2.79 -6.51 -9.30 -8.05
GOVERNMENT CONSUMPTION 35.38 39.77 37.48 40.30 y1.12
PERCENT CHANGE -2y 12.39 -5.74 7.52 2.03
EXPORTS 51.38 54.12 56.53 58.27 61.14
PERCENT CHANGE 2.21 5.32 4.6 3.08 y.92
IMPORTS 80.98 88.51 90.72 95.83 99.60
PERCENT GHANGE 5.65 9.30 2.50 5.63 3.94
NET FACTOR IMPORTS 5.76 5.44 5.63 5.88 5.82
BALANCE OF PAYMENTS
(BILLIONS OF DOLLARS)
CiIVILIAN GOODS AND SERVICLES
EXPORTS 9.9% 10.68 1.7 12.66 .34
OF WIHICH: DIAMONDS 1.21 1.39 1.57 1.12 1.99
IMPORTS 13.96 15.22 16.42 17.73 19.66
OF WHICH: FUELS 1.61 1.63 1.66 1.68 1.80
DI AMONDS 0.85 0.98 1.12 1.22 1.42
INTEREST 2.16 2.22 2.42 2.63 2.89
CIVILIAN GOODS AND SERVICES
DETICHT -4.01 —h. 50 -u. 7 -5.07 -5.32
DIRECT DEFENSE IMPORTS 1.03 1.76 1.8% 2.h2 2.89
DETENSE JMPORT PAYMENTS 1.27 2.26 2.18 2.07 2.14
US FINANCLD PAYMENTS 1.00 1.63 1,40 1.0 1,40
NON-US FINANGED IMPORTS 0.27 0.63 0.78 0.68 0. 74
DEBT REPAYMUNT 0.97 1.25 1 1.70 1.82
TOTAL DEBT 23.12 25.99 28.35 31.02 34,12
FINANCIAL GAP -5.26 -6. 02 -6.93 -7.45 -7.89
EXTERNAL FUND 3.24 5.68 6.21 6.79 7.36
OF WHICH US SSA 1.50 1.10 1.10 1.10 1.10
BALANCE -0.47 -0.74 -0. 70 -0.65 -0.53
DSET: SCEN3
MODLL I SSLPBUE
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A L i
SCENARIO 2: SIOW DECLINE IN DOMESTIC MILITARY AND NON-MILITARY SPENDING Gisisetiinl ONALS
9/17/84
I SRAEL
ASSUMED VALUES FOR EXOGENOUS VARIABLES
1983 1984 1985 1986 1987
(BILLIONS OF 1980 SHEKELS)
###% GOVERNMENT VARIABLES
DOMEST IC NONMILITARY EXPEND. 12.84 13.22 12.96 12.70 12,44
PERCENT CHANGE 0.78 3.00 -2.00 -2.00 -2.00
DOMESTIC MILITARY EXPEND. 17.35 17.87 17.51 17.16 16.82
PERCENT CHANGE 6.91 3.00 -2.00 -2.00 -2.00
GOVT RESIDIENTIAL INVEST. 1.68 1.65 1.49 1.01 1.3
PERCENI CHANGE -21.56 -2.00 -10.00 =5.00 -5.00
GOVT NONRLSIDENTIAL INVEST.: n.h8 4.n8 .26 417 .09
PERCENT CHANGE 8.01 0.00 -5.00 -2.00 -2.00
(BILLIONS OF 1980 SHEKELS)
NET TRANSFERS TO PRIVATE SECT. 20.44 20.u1 20.44 20.u4 20.44
PERCENT CHANGE 0.00 0.00 0.00 0.00
NET CREDIT ABSORP. BY GOVT -25.60 -20.00 -10.00 -5.00 5.00
PERCENT CHANGE -21.89 -50.00 -50.00 -200.00
PUBLIC SECTOR WAGES 22.24 23.13 24.06 25.02 26.02
PERCENT CHANGE .00 .00 .00 4.00
BOI CREDIT 10 PRIVATE SECTOR 6.5 6.70 6.90 7.08 7.22
PERCENT CHANGI 2.u2 2.99 2.59 1.92
{ PERCENT)
*##% JAX RATES
DEFENSE IMPORT TAXES 0.20 0.20 0.20 0.20 0.20
INVENTORY SURTAX -0.01 -0.29 012 0.19 0.19
BUSINESS [NCOME 1AX 0.06 0.06 0.06 0.06 0.06
DOMLSTIC PROD. TAX (INGL. VAT) 0.19 0.19 0.19 0.19 0.19
IMPORT TAX 0.20 0.20 0.20 0.20 .20
NATIONAL |INSURANCE TAX 0.13 0.13 0.13 0.13 0.13
WAGE TAX 0.14 0. 14 0.14 0. 11 0.4
TAXES ON OTHER |INCOME 0.13 0.13 0.13 0.13 0.13
( PERCENT CHANGE)
##% BALANCE OF PAYMENTS
REAL GROWTH IN US AND EC 3.90 3.00 2.00 3.50
DOLUAR PRICE OF IMPORTS -2.18 3.87 .85 n.28 7.7
DOLLAR PRICE OF 01l -13.77 0. 00 0.00 0.00 5.20
WORLD INTEREST RATE 9.20 8.80 9.10 8. 60 8.60
LXCHANGE RATE (1EVEL) 56.21 228.16 110213 5979.89  35168.51
(BILLIONS Of US DOLLARS)
FOREIGN DEBT RECPAYMENTS 0.97 1.29 1.5 1.70 1.82
DIRECT DEFENSE IMPORT PAYMENTS 1.27 2.26 2.18 2.07 2.14
DIRECT DEFENSE IMPORTS 1.03 1.76 1.85 2.52 2.89
NET FOREIGN BORROWING BY GOVT. 2.23 2.7 2.05 2.72 3.03
TOTAL GROSS CAP FLOW (NOT FMS) 324 5.68 6.20 6.79 7.36
US ECONOMIC ASSI|STANCE 1.50 1.10 1.10 1.10 1.10
US FMS 1.00 1.63 1.40 1.40 1.40
DSET: SCEN2
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TRISHESTIN Y
S B
SCENARIO 2: SLOW DECLINC IN DOMESTIC MILITARY AND NON-MILITARY SPENDING b“"‘JL bl ks ‘L
9/17/84

I SRALL
DETAILED COMPONLNTS OF RLAL GNP

(BILILLIONS OF 1980 SHLKELS)

1983 1984 1985 1986 1987
PRIVATE CONSUMPTION 80.35 83.80 90.18 96.10 100. 42
PERCENT CHANGE 7.05 4.30 7.62 6.56 4.50
TOTAL INVESTMENT 27.36 26.60 25.36 23.39 21,03
PERCENT CHANGE 5.92 =2.79 -4.67 -7.76 -10.1
COMPONENTS OF INVESTMENT
PRIVATE NONRESIDENTIAL 14.58 13.58 12.76 11.02 8.81
PERCENT CHANGE 21.78 -6.88 -6.04 -13.63 -20.08
PRIVATE RESIDENTIAL . 6.98 6.40 6.35 6.35 6.37
PERCENT CHANGE =4.56 -8.30 -0.82 -0.06 0.35
SHIPS AND PLANES 0.46 0.51 0.46 0.413 0.39
PELRCENT CHANGE 57.92 10.00 -10.00 =10.00 =5.00
PRIVATE INVENTORY -0.83 -0.02 0.05 0.03 0.03
PERCENT CHANGE 1791.33 =97.58 -350.00 -40.00 0.00
GOVERNMENT NONRESIDENTIAL h.48 4,48 b.26 b7 4.09
PERCENT CHANGE 8.01 0.00 =5.00 -2.00 =-2.00
GOVERNMENT RESIDENTIAL 1.68 1.65 1.49 1.4 1.34
PERCENT CHANGE -21.56 -2.00 -10.00 =5.00 =-5.00
GOVERNMENT CONSUMPTION 35.38 39.77 39.19 41.40 41.62
PERCENT CHANGE -4.24 12.39 =1. 4y 5.64 0.54
COMPONENTS OF GOVERNMENT CONSUMPT ION
DOMESTIC NONMILITARY 12.84 13.22 12.96 12.70 12.44
PERCENT CHANGE 0.78 3.00 =2.00 =2.00 -2.00
TOTAL MILITARY 22.56 26.54 26.24 28.70 29.18
PERCENT CHANGE -6.75 17.64 -1.17 9.m 1.66
FOREIGN MILITARY 5.73 9.19 9.23 12.05 12.87
PERCENT CHANGE -33.54 60.44 0.52 30.53 6.80
DOMESTIC MILITARY 17.35 17.87 17.51 17.16 16.82
PERCENT CHANGE 6.94 3.00 =2.00 ~2.00 -2.00
DEFENSE SALES 0.51 0.51 0.51 0.5 0.51
PERCENT CHANGE -20.31 0.00 0.00 0.00 0.00

COMPONENTS OF FOREIGN TRADE SECTOR

EXPORTS 51.38 54.12 56.59 58.38 61.25
PERCENT CHANGE 2.24 5.32 .57 3.16 b4.93
{MPORTS 80.98 88.51 92.08 96.84 99.73
PERCENT CHANGE 5.65 9.30 .03 5.18 2.98
COMPONENTS OF IMPORTS
CIVILIAN 1MPORTS 62.02 65.79 68.73 70.77 72.60
PERCENT CHANGE 8.62 6.07 h.u8 2.96 2.58
SHIPS AND PILANES 0.46 0.51 0.46 0.4 0.39
PERCENT CHANGE 57.92 10.00 -10.00 -10.00 =5.00
DIRECT DEFENSE IMPORTS L4.76 7.63 7.67 10.02 10.70
PERCENT CHANGE -35.66 60.44 0.52 30.53 6.80
IMPORTS TAXES 13.74 14.58 15.21 15.65 16.04
PERCENT CHANGE 15.80 6.11 .35 2.86 2.53
NET FACTOR [IMPORTS 5.76 5.44 5.62 5.86 5.79
PERCENT CHANGE 12.23 -5.59 3.23 4.25 -1.05
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SETRLEE
SCENARTO 2: SLOW DECLINE IN DOMESTIC MILITARY AND NON-MILITARY SPENDING L’Lﬂll |us.“ ! il“4

9/11/84
I SRALL
MAIN ECONOMIC INDICATORS, 1983-1987
(BILLIONS OF 1980 SHLKLLS)
1983 1981 1989 1986 1987
GROSS NAT1ONAL PRODUCT 107.13 110. 30 113.63 116.57 118.81
PERCENT CHANGE 1.34 2.42 2.99 2.59 1.92 .
GNP DLFLATOR 12,62 53.28 269.49  1524.76  9610.2h
PERCENT CHANGE 150.09 322,14 405,82 465.80 530.28
CAPACITY UTILIZATION RATE 90.88 92.47 9l 72 96.77 98.47
UNEMPLOYMENT RATE 4.49 5.96 7.02 7.94 8.96
COMPONINTS OF AGGREGATE DEMAND
PRIVATE CONSUMPTION 80.3Y 83.80 90.18 96.10 100,42
PERCENT CHANGE 7.05 4. 30 7.62 6.56 4.50
TOTAL INVESIMLNI 27.36 26.60 25.36 23.39 21.03
PERCENT CHANGE 5.92 -2.79 -4.67 -7.76 -10. 11
GOVERNMENT CONSUMPT {ON 35.38 39.77 39.19 41,40 41,62
PERCENT CHANGE -n.2n 12.39 -1.h4 5. 64 0.54
EXPORTS 51.38 54,12 56.59 58.38 61.25
PLRCENT CHANGE 2.2n 5.32 u.57 3.16 4.93
IMPORTS 80.98 88.51 92.08 96.84 99.73
PERCENT CHANGE 5.65 9.30 4,03 5.18 2.98
NET FACTOR IMPORTS 5.76 5.44 5.62 5.86 5.79

BALANCE OF PAYMENTS
(BILLIONS OF DOLLARS)

CIVILIAN GOODS AND SERVICES

EXPORTS 9.95 10.68 11.73 12.70 14.39
OF WHICH: DIAMONDS 1.21 1.39 1.58 1.72 1.99
IMPORTS 13.96 15.22 16.64 17.90 19.68
OF WHICH: FUELS 1.61 1.63 1.67 1.69 1.81
D1AMONDS 0.85 0.98 1.12 1.22 1.42
INTEREST 2.16 2.22 2.h2 2.63 2.89

CIVILIAN GOODS AND SERVICES
DEFICIT ~4.01 .54 -4.91 =5.21 -5.29
DIRECT DEFENSE [IMPORTS 1.03 1.76 1.85 2.52 2.89
DEFENSE IMPORT PAYMENTS 1.27 2.26 2.18 2.07 2.14
US FINANCED PAYMENTS 1.00 1.63 1.40 1.40 1.40
NON-US FINANCED IMPORTS 0.27 0.63 0.78 0.68 0.74
DEBT REPAYMENT 0.97 1.25 1.45 1.70 1.82
TOTAL DEBT 23.12 25.99 28.35 31.02 34.12
FINANCIAL GAP ~5.26 -6.42 =7.14 -7.58 -7.86
EXTERNAL FUND 3.24 5.68 6.24 6.79 7.36
OF WHICH US SSA 1.50 1.10 1.10 1.10 1.10
BALANCE -0.47 -0.74 ~0.90 -0.79 -0.50

DSET: SCEN2
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GUsritontint
SCENARIO 1: DECLINC IN REAL WAGE IN 85, 86; CONSTANT IN 87
9/17/84

I SRAEL
ASSUMED VALUES FOR EXOGENOUS VARIABLES

**# GOVERNMENT VARIABLES

DOMESTIC NONMILITARY EXPEND. 12.84 13.22 13.35 13.49 13.62
PERCENT CHANGE 0.78 3.00 1.00 1.00 1.00
DOMESTIC MILITARY EXPEND. 17.35 17.87 18.23 18.41 18.59
PERCENT CHANGE 6.94 3.00 2.00 1.00 1.00
GOVT RESIDENTIAL INVEST. 1.68 1.65 1.49 1.41 1.34
PERCENT CHANGE -21.56 -2.00 ~10.00 =5.00 =5.00
GOVT NONRESIDENT!AL INVEST. 4.48 4.48 4.26 4.17 4.09
PERCENT CHANGE 8.01 0.00 -5.00 -2.00 =-2.00
(BILLIONS OF 1980 SHEKELS)
NET TRANSFERS TO PRIVATE SECT. 20.44 20. 44 20,4y 20.44 20.44
PERCENT CHANGE 0.00 0.00 0.00 0.00
NET CREDIT ABSORP. BY GOVT =25.60 =-20.00 =10.00 =5.00 5.00
PLCRCINT CHANGE -21.89 -50.00 =50.00 =200.00
PUBLIC SECTOR WAGES 22,24 23.13 21.98 20.88 20.88
PERCENT CHANGE h.00 =5.00 =5.00 ~0.00
BOI CREDIT 10 PRIVATE SECTOR 6.5 6.70 6.91 7.08 7.26
PERCENT CHANGE 2.42 3.07 2.54 2.47
{ PERCENT)
*¥E TAX RATES
DEFENSE IMPORT TAXES 0.20 0.20 0.20 0.20 0.20
INVENTORY SURTAX -0.01 -0.29 0.12 0.19 0.19
BUSINESS INCOME TAX 0.06 0.06 0.06 0.06 0.06
DOMESTIC PROD. TAX (INCL. VAT) 0.19 0.19 0.19 0.19 0.19
IMPORT TAX 0.20 0.20 0.20 0.20 0.20
NATIONAL INSURANCE TAX 0.13 0.13 0.13 0.13 0.13
WAGE TAX 0.14 0.14 0. 14 0.1y 0.14
TAXES ON OTHER INCOME 0.13 0.13 0.13 0.13 0.13
( PERCENT CHANGE)
*## BALANCE OF PAYMENTS
REAL GROWTH IN US AND EC 3.90 3.00 2.00 3.50
DOLLAR PRICE OF IMPORTS -2.18 3.87 .85 4.28 7.17
DOLLAR PRICE OF OIL -13.77 0.00 0.00 0.00 5.20
WORLD INTEREST RATE 9.20 8.80 9.10 8.60 8.60
EXCHANGE RATE (LEVEL) 56.21 228.u46 937.11 4333.39 25120.64
(BILLIONS OF US DOLLARS)}
FOREIGN DEBT REPAYMELNTS 0.97 1.25 1.45 1.70 1.82
DIRECT DEFLNSE IMPORT PAYMENIS 1.27 2.26 2.18 2.07 2.14
DIRECT DEFENSE IMPORTS 1.03 1.76 1.85 2.52 2.89
NET FOREIGN BORROWING BY GOVI, 2.23 2.17 2.05 2.172 3.03
TOTAL GROSS CAP FLOW (NOT FMS) 3.24 5.68 6.24 6.79 7.36
US ECONOMIC ASSISTANCE 1.50 1.10 1.10 1.10 1.10
us FMS 1.00 1.63 1.40 1.40 1.40
DSET: SCEN1
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SCENARTO 1: DICHIND IN REAL WAGE IN 8Y, 86; CONSIANT IN 87
9/117/84
ISRALL
DETATLED COMPONENTS OF KEAL GNP

(BILLTONS OF 1980 SHEKILS)

1983 1984 1984 1986 1987
PRIVAILL CONSUMPELON 80.3% 83.80 817.06 90,99 97.h9
PERCENT CHANGE 1.0 h.30 3.89 L.y 7.19
TOTAL INVISIMINI 21,36 26.60 27.2%9 25.89 22,17
PERCENT CHANGE H.92 =2.19 2.44 =5.00 =14, 36
GOMPONINITS OF INVESIMENT
PRIVAIE NONRESIDENT AL 14,58 13.58 10,44 13.02 9.45
PERCENT CHANGE 21.78 -6.88 6.33 -9.82 =27.u45
PRIVATE RESIDENTIAL . 6.98 6.40 6.56 6.85 6.88
PERCENT CHANGL -4.56 -8.30 2.51 4.28 0.4%
SHIPS AND PLANLS 0.46 0.51 0.46 0. 0.39
PERCENT CHANGE 57.92 10.00 -10.00 =10.00 =5.00
PRIVATE INVINTORY -0.83 -0.02 0.05 0.03 0.03
PERCENT CHANGI 1/91.33 =97.58 =-350.00 =h0.00 0.00
GOVERNMLNIT NONRLSIDENTIAL h.h8 h.h8 .26 .17 h.09
PERCENT CHANGE 8.0 0.00 =5.00 -2.00 -2.00
GOVERNMENT RESIDENTIAL 1.68 1.65 1.49 1.4 1.34
PERCENT CHANGE -21.56 -2.00 -10.00 -5.00 -5.00
GOVERNMENT CONSUMPT {ON 35.38 39.717 40.30 L3.44 44,58
PERCENT CHANGE -4.24 12.39 1.35 7.78 2.62
COMPONENTS OF GOVERNMENT CONSUMPTION
DOMESTIC NONMILITARY 12.84 13.22 13.35 13.49 13.62
PERCENT CHANGE 0.78 3.00 1.00 1.00 1.00
TOTAL MILITARY 22.56 26.54 26.95 29.95 30.96
PERCENT CHANGE -6.75 17.64 1.53 1.4 3.35 ~
FOREIGN MILITARY 5.73 9.19 9.23 12.05 12.87
PERCENT CHANGE -33.5h 60. 44 0.52 30.53 6.80
DOMESTIC MILITARY 17.35 17.87 18.23 18.41 18.59
PERCENT CHANGE 6.9 3.00 2.00 1.00 1.00
DEFENSE SALES 0.51 0.51 0.51 0.51 0.51
PERCENT CHANGE -20.31 0.00 0.00 0.00 0.00

COMPONENTS OF FOREIGN TRADE SECTOR

EXPORTS 51.38 54.12 56.87 58.76 61.56
PCRCENT CHANGE 2.24 5.32 5.09 3.33 b.75
tMPORTS 80.98 88.51 92.29 96.74 100.57
PERCENT CHANGE 5.65 9.30 n.27 .82 3.96
COMPONENTS OF IMPORTS
CIVILIAN IMPORTS 62.02 65.79 68.91 70.68 73.29
PERCENT CHANGE 8.62 6.07 h.74 2.58 3.69
SHIPS AND PLANLS 0.46 0.5 0.46 0.4 0.39
PERCENT CHANGI 91.92 10,00 -10.00 -10.00 -5.00
DIRECT DEFENSL IMPORTS h.76 7.63 7.67 10.02 10.70
PERCENT CHANGE -35.066 60, Ul 0.52 30.53 6.80
IMPORES TAXLS 13.74 14.98 15,25 15.63 16.19
PERCENT CHANGH 15.80 6.11 .61 2.48 3.63
NET FACIOR IMPORIS Y. 106 Hohh Hou/ 5.69 5.13
PERCENT CHANGH 12.723 =5.%9 0.61 3.93 0.64

DSET: SCINY
MODEL  1SSEP8HI

25X1




Sanitized Copy Approved for Release 2010/09/15 : CIA- 25%1

SCENARIO 1: DUCLINE IN REAL WAGE IN 85, 86; CONSTANT IN 87
9/17/84

I SRAEL
MAIN ECONOMIC INDICATORS, 1983-1987

(BILLIONS OF 1980 SHEKELS)

1983 1984 1985 1986 1987
GROSS NATIONAL PRODUCT 107.73 110.34 113.72 116.61 119.49
PERCENT CHANGE 1.34 2.42 3.07 2.54 2.47
GNP DEFLATOR 12.62 53.28 229.14 1104.93 6864.55
PERCENT CHANGE 150.09 322,14 330.08 382.21 521.26
CAPACITY UTILIZATION RATE 90.88 92.47 94,79 96.54 98.46
UNEMPLOYMENT RATE h.u9 5.96 7.02 7.93 8.88
COMPONENTS OF AGGREGATE DEMAND
PRIVATE CONSUMPT|ON 80.35 83.80 87.06 90.95 97.49
PERCENT CHANGE 7.05 4.30 3.89 4.47 7.19
TOTAL INVESTMENT 27.36 26.60 27.25 25.89 22.17
PERCENT CHANGE 5.92 -2.79 2.4y -5.00 -14.36
GOVERNMENT CONSUMPTION 35.38 39.77 40.30 43.44 44,58
PERCENT CHANGE -4.24 12.39 1.35 7.78 2.62
EXPORTS 51.38 54.12 56.87 58.76 61.56
PERCENT CHANGE 2.24 5.32 5.09 3.33 4.75
IMPORTS 80.98 88.51 92.29 96.74 100.57
PERCENT CHANGE 5.65 9.30 L.27 4.82 3.96
NET FACTOR IMPORTS 5.76 5.uh 5.47 5.69 5.73

(BILLIONS OF DOLLARS)

CIVILIAN GOODS AND SERVICES

EXPORTS 9.95 10.68 11.97 12.98 .52
OF WIlICH: DIAMONDS 1.21 1.39 1.99 1.74 1.99
IMPORTS 13.96 15.22 16.68 17.89 19.84
OF WHICH: TULLS 1.61 1.63 1.67 1.69 1.81
D1AMONDS 0.85 0.98 1.13 1.24 1.43
INTEREST 2.16 2.22 2.h2 2.63 2.89

CIVILIAN GOODS AND SLRVICES
DEFICIT -4.01 =4.54 4. -4.90 =5.32
DIRECT DEFENSE [IMPORTS 1.03 1.76 1.85 2.52 2.89
DEFENSE IMPORT PAYMENTS 1.27 2.26 2.18 2.07 2.14
US FINANCED PAYMENTS 1.00 1.63 1.40 1.40 1.40
NON-US FINANCED IMPORTS 0.27 0.63 0.78 0.68 0.74
DEBT REPAYMENT 0.97 1.25 1,45 1.70 1.82
TOTAL DEBT 23.12 25.99 28.3% 31.02 34.12
FINANCIAL GAP -5.26 -6.42 =6.9h -7.28 -7.89
EXTERNAL FUND 3.24 5.68 6.24 6.79 7.36
OF WHICH US SSA 1.50 1.10 1.10 1.10 1.10
BALANCE -0.47 -0.74 -0.70 -0.48 -0.53
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LT I
BASLI INE: CURKRENG LCONOMIC TRLNDS Ridiis tasabibd
9/17/84

B
[

1 SRAEL
ASSUMLD VALUES FOR EXOGENOUS VARIABLES

1983 1984 1985 1986 1987

###% GOVERNMENT VARIABLES

DOMESTIC NONMILITARY EXPEND. 12.84 13.22 13.35 13.49 13.62
PERCENT CHANGE 0.78 3.00 1.00 1.00 1.00
OOMESTIC MILITARY EXPEND. 17.35 17.87 18.23 18.41 18.59
PERCENT CHANGE 6.94 3.00 2.00 1.00 1.00
GOVT RESIDENTIAL INVEST, 1.68 1.65 1.49 1.m 1.34
PERCENT CHANGE -21.56 ~-2.00 -10.00 -5.00 =5.00
GOVT NONRESIDENTIAL INVEST.- 4.h8 L. 48 .26 h.17 4.09
PERCENT CHANGE 8.01 0.00 -5.00 -2.00 -2.00
(BILLIONS OF 1980 SHEKELS)
NET TRANSFERS TO PRIVATE SECT. 20.44 20. 44 20. Uy 20. 44y 20.44
PERCENT CHANGE 0.00 0.00 0.00 0.00
NET CREDIT ABSORP. BY GOVT -25.60 -20.00 -10.00 -5.00 5.00
PERCENT CHANGE ~21.89 =50.00 =50.00 -200.00
PUBLIC SECTOR WAGES 22.24 23.13 24,06 25.02 26.02
PERCENT CHANGE 4,00 4.00 4.00 4.00
BOI CREDIT TO PRIVATE SECTOR 6.5 6.70 6.94 7.16 7.34
PERCUNT CHANGE 2.42 3.50 3.25 2.47
( PERCENT)

**#* TAX RATES
DEFENSE (MPORT TAXES 0.20 0.20 0.20 0.20 0.20
INVENTORY SURTAX =0.01 -0.29 0.12 0.20 0.20
BUSINESS INCOME TAX 0.06 0.06 0.06 0.06 0.06
DOMESTIC PROD. TAX (INCL. VAT} 0.19 0.19 0.19 0.19 0.19
IMPORT TAX 0.20 0.20 0.20 0.20 0.20
NATTONAL INSURANCE TAX 0.13 0.13 0.13 0.13 0.13
WAGL TAX 0.1 0.4 0. 14 0.1 0.1
TAXES ON OTHER INCOML 0.13 0.13 0.13 0.13 0.13

( PLRCENT CHANGE)
##% BALANCE OF PAYMUNTS

REAL GROWIH N US AND EC 3.90 3.00 2.00 3.50
DOLLAR PRICE OF IMPORTS -2.18 3.87 h.8% 4.28 7.17
DOLLAR PRICE OF OIL =13.177 0.00 0.00 0.00 5.20
WORLD INTERLST RAIL 9.20 8.80 9.10 8.60 8.60
EXCHANGE RATE (LEVEL) 56.21 228,006 1089.92 5198.81 32271.60

(BILLIONS OF US DOLLARS)

FOREIGN DUBT REPAYMENIS 0.9/ 1.29 1.49 1.70 1.82
DIRECT DEFENSE I1MPORT PAYMENITS 1.2/ 2.26 2.18 2.07 2.14
DIRECT DEFENSE 1MPORTS 1.03 1.76 1.85 2.52 2.89
NET FOREIGN BORROWING BY GOVI. 2.23 2.117 2.05 2.12 3.03
TOTAL GROSS CAP FLOW (NOT FMS) 3.24 5.68 6.24 6.79 7.36
US ECONOMIC ASSISIANCE 1.50 1.10 1.10 1.10 1.10
Us FMs 1.00 1.63 1.40 1.40 1.40
DSET: BASE3
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BASL1 INE: CURRENT ECONOMIC TRENDS

(BILLIONS OF 1980 SHEKELS)

9/11/84
I SRAEL
DETAILED COMPONENTS OF REAL GNP
1983 1984 1985 1986
PRIVATE CONSUMPT ION 80.34 83.80 90.15 96
PERCENT CHANGE 7.05 4.30 7.58 6
TOTAL INVESTMENT 27.36 26.60 25.68 24
PERCENT CHANGE 5.92 =2.79 -3.u8 -5
COMPONENTS OF INVESTMENT
PRIVATE NONRESIDENTIAL 14.58 13.58 13.07 1M
PERCENT CHANGE 21.78 ~6.88 =3.71 =10
PRIVATE RESIDENTIAL . 6.98 6.40 6.35 6
PERCENT CIANGE -U.56 =8.30 -0.80 3
SHIPS AND PIANES 0.h6 0.513 0.46 0
PERCENT CHANGE 57.92 10.00 =10.00 -10
PRIVATE INVENTORY -0.83 -0.02 0.05 0
PERCENT CHANGE 1791.33 -97.58 -350.00 -40
GOVERNMENT NONRESIDENTIAL 4.u8 h.ug 4.26 [}
PERCENT CHANGE 8.01 0.00 =5.00 -2
GOVERNMENT RESIDENTIAL 1.68 1.65 1.49 1
PERCENT CHANGE -21.56 =2.00 =10.00 -5
GOVERNMENT CONSUMPT |ON 35.38 39.77 40.30 43
PERCENT CHANGE -4.24 12.39 1.35 7
COMPONENTS OF GOVERNMENT CONSUMPT ION
DOMESTIC NONMILITARY 12.84 13.22 13.35 13
PERCENT CHANGE 0.78 3.00 1.00 1
TOTAL MILITARY 22.56 26.54 26.95 29
PERCENT CHANGE -6.75 17.64 1.53 11
FOREIGN MILITARY 5.73 9.19 9.23 12
PERCENT CHANGE -33.54 60. b4 0.52 30
DOMESTIC MILITARY 17.35 17.87 18.23 18.
PERCENT CHANGE 6.94 3.00 2,00 1
DEFENSL SALES 0.51 0.51 0.51 0.
PERCENT CHANGE =20.31 0.00 .00 0.

COMPONENTS OF FOREIGN

EXPORTS 51.38
PERCENT CHANGE 2.24
IMPORTS 80.98
PERCENT CHANGE 5.65
COMPONENTS OF IMPORTS
CIVILIAN IMPORTS 62.02
PERCENT CHANGE 8.62
SHIPS AND PLANES 0.46
PERCENT CHANGE 57.92
DIRLCI DLFFNSE IMPORTS .70
PERCENT CHANGFE =35.66
IMPORIS TAXLS 13.74
PERCENT CHANGH 15.80
NET FACIOR IMPORIS 9. 16
PERCENT CHANGE 12.23
DSLT: BASI3
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12 56.63 58.
.32 4.65 3.
.51 92.96 98.5
.30 5.03 6.
79 69.46 72
07 5.58 3
51 0.4h6 (]
.00 -10.00 ~-10.
.63 1.67 10.
b 0.52 30.
H8 15,37 15.¢
1 P 3
Wl 5.6 5.
b9 3.017 3

1987
07 100. 14
56 4.2y
29 22.37
39 -7.93
12 9.92
36 -15.38
.55 6.60
.06 0.79
0y 0.39
00 =5.00
03 0.03
.00 0.00
17 4.09
00 -2.00
n 1.34
00 -5.00
by 44.58
.78 2.62
49 13.62
00 1.00
95 30.96
14 3.35
.05 12.87
.53 6.80
m 18.59
.00 1.00
51 0.51
00 0.00
49 61.48
29 5.11
56 102.00
02 3.49
17 4.6
91 3.17
41 0.39
00 -5.00
02 10.70
53 6.80
99 16. 45
80 3.1
83 5.1
96 -1.5%
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BASLLINE: CURRENT ECONOMIC TRENDS

9/17/84
I SRAEL
MAIN ECONOMIC INDICATORS, 1983-1987
(BILLIONS OF 1980 SHEKELS)
1983 1984 1985 1986 1987
GROSS NATIONAL PRODUCT 107.73 110,34 114,19 117.90 120.82
PERCENT CHANGE 1.34 2.42 3.50 3.25 2.47 R
GNP DEFLATOR 12.62 53.28 266.50 1468.40 8818.63
PERCENT CHANGE 150.09 322.13 400.22 450.99 500.56
CAPACITY UTILIZATION RATE 90.88 92.47 95.19 97.82 99.98
UNEMPLOYMENT RATE 4.49 5.96 6.97 7.73 8.53
COMPONENTS OF AGGREGATE DEMAND
PRIVATE CONSUMPT |ON 80.34 83.80 90.15 96.07 100.14
PERCENT CHANGE 7.05 4.30 7.58 6.56 4.2y
TOTAL INVESTMENT 27.36 26.60 25.68 24.29 22.37
PERCENT CHANGE 5.92 =2.79 -3.48 -5.39 -7.93
GOVERNMENT CONSUMPT {ON 35.38 39.77 40.30 43.44 4y .58
PERCENT CHANGE -4.24 12.39 1.35 7.78 2.62
EXPORTS 51.38 54,12 56.63 58.49 61.48
PERCENT CHANGE 2.24 5.32 h.65 3.29 5.1
IMPORTS 80.98 88.51 92.96 98.56 102.00
PERCENT CHANGE 5.65 9.30 5.03 6.02 3.49
NET FACTOR IMPORTS 5.76 5.44 5.61 5.83 5.74

BALANCE OF PAYMENTS
(BILLIONS OF DOLLARS)

CIVILIAN GOODS AND StRVICES

EXPORTS 9.99 10.68 11.75 12.74 14.49
Or WHICH: DIAMONDS 1.21 1.39 1.58 1.72 1.99
IMPORTS 13.96 15.22 16.79 18.20 20,11
OF WHICH: TULLS 1.61 1.63 1.67 1.71 1.83
DIAMONDS 0.85 0.98 1.12 1.23 1.43
INTERLST 2.16 2.22 2.h2 2.63 2.89

CIVILIAN GOODS AND SERVICES
DEFiCI1 -4.01 -4.54 =5.05 -5.46 =5.62
DIRLCT DEFENSE IMPORTS 1.03 1.76 1.85 2.5%2 2.89
DEFENSL IMPORT PAYMENTS .27 .26 2.18 2.07 2.14
US T INANCED PAYMINIS 1.00 1.63 1.40 1.4h0 1.40
NON-US FINANCLD IMPORIS v.2/ 0.63 0.78 0.68 0.74
DEBT REPAYMENT 0.97 1.29 1.45 1.70 1.82
TOTAL DEBI 23.12 25.99 28.35 31.02 312
FINANCIAL GAP -5.26 -6.h2 -7.2 =17.84 -8.18
EXTERNAL FUND 3.24 5.68 6.24 6.79 7.36
OF WHICH US SSA 1.50 1.10 1.10 1.10 1.10
BALANCE -0.4/ -0.7h -1.04 -1.04 -0.82
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